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I ntroduction

The purposeof thispolicy brief isto provideresearchers,
policy makers, and stakeholders with the locations of
independently owned pharmaciesin rural Americathat
are the sole sources of accessto local pharmaceutical
services. Organizations representing those pharmacies
haveargued that the advent of Medicare prescription drug
plansthreatensthefinancid viability of those pharmacies
(Grisnik 2006). In addition, some pharmacists have
expressed concerns about changes in Medicaid
reimbursement for pharmaceutica sbrought about by the
Deficit ReductionAct (DRA) of 2005. Wefocusonthose
communities with only one pharmacy, independently

owned, tolay afoundation for anayzing vulnerability of
pharmacy servicesinrura America

Key Findings

® Thereare7,455independently owned rural phar-
maciesinthe United States (Table 1).

® Of those, 2,019 arethe only pharmaciesintheir
community.

® Of those, 1,044 arelocated at |east 10 milesfrom
the next nearest pharmacy (which by definitionisin
adifferent community) (Figurel).

Figure 1. Communities With Only One Pharmacy, Independently Owned, 10 Miles or More From Any Other

Pharmacy
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Source of provider data: National Council for Prescription Drug Programs, 2007.
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Source of rural designations: Office of Rural Health Policy, Health Resources and Services Administration, 2005.
Map produced by the RUPRI Center for Rural Health Policy Analysis, cartography by Nicole Vanosdel, 2007.

Note: Alaska and Hawaii not to scale.



Table 1. U.S. Rural Communities With Independent Pharmacies

2000 Population in

Communities With Communities With

Only One Pharmacy, Only One Pharmacy,

Total Rural Communities With Independently Owned, Independenttly Owned,
Independent  Only One Pharmacy, 10 Miles From Any 10 Miles From Any
Pharmacies Independently Owned Other Pharmacy Other Pharmacy
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Background

Theearly experienceof rura independently owned phar-
macieswith Medicare Part D brought storiesof extreme
financid difficultiesattributed tothenew program. A story
in October 2006 reported rural independently owned
pharmaciesclosing in\WWyoming, North Dakota, and North
Carolina. That story quoted amember of the \Wyoming
State Board of Pharmacy saying theclosureswereintowns
with other pharmaciesbut that closuresintownswith only
one pharmacy could be abig problem for access (Paul
2006). Thefinancia difficultiesthat rura independently
owned pharmacies now face may have existed before
Medicare Part D duetothe pricing strategies of commer-
cial insurance, which are mimicked in the Part D pro-
gram. Passing thecosts of stayinginbusinessasaninde-
pendently owned pharmacy in aremotelocationto con-
sumersisdifficultif nearly al the pharmacy’scustomers
are enrolled in an insurance plan that limits payment
(Stratton 2001). The DRA provisionsalsofigureto have
animpact onthefinancid viability of rura independently
owned pharmacies, asstateswill moveto setting Medic-
aid pharmacy reimbursement rates based onthe Average
Manufacturer’sPricerather than the Average Wholesale
Price. The DRA aso made changes to the upper pay-
ment limit methodology, whichislikely to haveanimpact
on cash flow for rura independently owned pharmacies
that serve ahigh number of Medicaid beneficiaries. Pre-
vious reports by the RUPRI and North Carolinarural
health research centers have reported concerns of rural
independent pharmacieslocated at least 10 milesfrom

Figure 2. Nebraska Communities With Only One
Pharmacy, Independently Owned
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thenearest dternative (Radford et d. 2006, 2007). Given
these concerns, the policy lensregarding accessto phar-
macy serviceswill most likely focusonisolated rura in-
dependently owned pharmacies. Therefore, thispolicy
brief and accompanying resourcesavailableonthe RUPRI
Center Web sitewill bevaluableresources.

M ethods

Datawere obtained from the National Council for Pre-
scription Drug Programs (NCPDP) that included thelo-
cation of, and other information on, themore than 70,000
pharmaciesinthe United States. Using the categorization
of pharmaciesby NCPDP, we created asubset of those
pharmaciesmesting thefollowing criteria(in order of use):
independently owned (whichincluded franchised phar-
macies); retail; rural, usngthe ORHP definition of rural;
and only pharmacy inthecommunity. Thisset of pharma:
cies was then geocoded using the exact address when
available, and when the address was not available,
geocoded to the centra point inthe community, theZIP
code, or the county (inthat order of preference). To fur-
ther subset isolated pharmacies, we used a 10-mile
Euclidian(gtraight line, or “ asthecrow flies’) buffer of the
community. The statemapsin thispolicy brief show all
pharmaciesthat arethe only onesin their communities,
differentiating thosethat areisolated (Figures2 and 3);
the national map showsonly thosethat areisolated (Fig-
ure 1) (other state maps and the national map areavail-
ableat www.unmc.edu/ruprihedlth).

Figure 3. Pennsylvania Communities With Only One
Pharmacy, Independently Owned
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Source of provider data: National Council for Prescription
Drug Programs, 2007.
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Discussion

Thispolicy brief providesdataand mapsto hel p research-
ersand policy makers consider accessto pharmacy ser-
vicesinrura communitiesserved by independently owned
pharmacies. In over 2,000 rural communities, theonly
local pharmacy isindependently owned, andin 1,044 of
those communities, thereisno other pharmacy within 10
miles. There have been mgor changesin recent yearsin
how all pharmaciesare paid by three principal sources—
commercid insurance, Medicad (with changesin nationa
policy scheduled in January 2008), and now Medicare.
Rura independently owned pharmacies may be particu-
larly vulnerableto payment formulasintended to reduce
program costs. Knowing which pharmaciesmay becriti-
cal forlocal accessisafirst step toward dealing with un-
intended consegquences of new policies.

Implications

Enrollment of Medicare beneficiariesinto Part D plans
(both thosethat are stand-alone and those that are part
of MedicareAdvantage plans) isentering itsthird year.
Enrollment inrurd areashasbeen increasing each year
(McBrideet d. 2007), whichwill influencerevenuesfor
rura independently owned pharmacies. Thispolicy
brief identifiesthoserural pharmaciesthat should bethe
first focusfor research and policy activities, which
should include addressing these questions about them:

® How hasPart D enrollment affected their financia
sudanability?
® Havethey changedthelr serviceofferingsasaresult

of Part D (e.g., servicingloca providerssuch as
hospital sand nursing homes)?

e \What arepotentia service optionsfor communities
that losethelocal pharmacy, for any reason?

Note

Weusethefedera Officeof Rura Health Policy’s
definition of rural, based on rura-urban commuting area
(RUCA) codes, whichincludes portionsof some
metropolitan areasasrurd.
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